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REVIEW  OF  THE  EFFECTS  OF  THE  NEW  COAL 
PRODUCTION  INCENTIVE  TAX  CREDIT 

Section  9  of  House  Bill  607  (Chapter  636,  Laws  of  1985) 

obligated  the  Coal  Tax  Oversight  Subcommittee  with  this 

charge: 

Section   9.    Coal   tax   oversight 
subcommittee  to  monitor  new  coal  production 
incentive  tax  credit.    (1)  The  coal  tax 
oversight   subcommittee   established   in 
5-18-201  shall  review  the  effects  of  the  new 
coal  production  tax  credit  provided  in 
[section  3]  during  the  1985-86  legislative 
interim.   This  review  shall  include  but  not 
be  limited  to: 

(a)  the  effect  of  the  tax  credit  on: 

(i)   coal  production  generally; 

(ii)  the  number  and  term  of   new 
agreements   and   extensions   of   existing 
agreements; 

(iii)   the  retention  or  increase  of 
Montana's  present  level  of  production; 

(iv)  the  current  and  future  markets  for 
Montana  coal  in  and  out  of  the  state; 

(v)  the  physical,  social,  and  economic 
environment; 

(b)  the  extent  to  which  the  tax  credit 
is  claimed  by  or  awarded  to  coal  mine 
operators  who  are  not  entitled  to  it;  and 

(c)  any  other  factors  which  may  affect 
either  present  or  future  severance  tax 
revenues  to  the  state  of  Montana. 

(2)  The  coal  tax  oversight  subcommittee 
shall   investigate  and  conduct  periodic 
hearings  for  the  purpose  of  gathering 
information  on  (1) (a)  through  (1) (c)  above. 

(3)  The  coal  tax  oversight  subcommittee 
shall  report  its  findings  and  recommendations 
to  the  revenue  oversight  committee  during  the 


interim,  and  the  revenue  oversight  committee 
shall  keep  the  legislature  informed  of  the 
subcommittee's  findings  and  present  a  report 
and  recommendations  to  the  legislature. 

In  recognition  of  the  gravity  of  this  responsibility, 
the  Subcommittee  made  particular  effort  to  inform 
itself  of  all  developments  within  the  coal  industry 
impacting  on  present  and  future  production  from  Montana 
mines. 

With  cooperation  from  the  coal  producers,  purchasing 
utilities,  transporting  railroads,  and  other  private 
individuals  and  entities,  the  Subcommittee  was  provided 
and  considered  all  information  outside  the  confines  of 
contractual  privity.   From  the  realm  of  academe,  the 
Subcommittee  sought  out  the  advice  of  scholars  who  have 
concentrated  their  attention  on  the  problems  of  the 
coal  industry.   From  a  privately  endowed  foundation 
regarded  as  a  leader  in  research  in  the  field  of  land 
policy   and   natural   resource   utilization,   the 
Subcommittee  received  counsel  both  disinterested  and 
informed.   From  every  agency  of  state  government 
concerned  with  policy  formulation,  tax  administration 
and  collection,  and  involved  in  implementation  of 
programs  financed  by  the  proceeds  of  the  coal  severance 
tax  or  earnings  of  the  trust  funds,  the  Subcommittee 
enjoyed  prompt  response  to  its  inquiries. 

At  each  of  its  seven  meetings,  the  Subcommittee  devoted 
at  least  a  portion  of  its  deliberations  to  the  review 
of  the  New  Coal  Production  Incentive  Tax  Credit.   One 
meeting  in  the  judicious  environs  of  the  old  Supreme 
Court  room  was  conducted  as  a  formal  hearing  on  the 
subject,  and  during  the  subsequent  meeting  follow-up 
discussions  were  heard. 


The  information  elicited  during  this  process  of  almost 
16  months  duration  is  abstracted  in  other  portions  of 
the  text  of  this  report  and  is  recorded  in  its  entirety 
in  the  minutes  of  the  meetings  and  their  attachments 
and   in  the  other  documents  reposing   in  the 
Subcommittee's  records. 

After  hearing  the  presentations  by  concerned  persons, 
reviewing  all  the  information  gathered,  discussing  the 
facts,  and  after  thoughtful  deliberation,  the  Coal  Tax 
Oversight  Subcommittee  arrived  at  the  findings  listed 
below  and  developed  the  subsequent  recommendations 
which  it  respectfully  presents  to  the  Revenue  Oversight 
Committee  and  to  the  entire  membership  of  the  50th 
Legislature. 


FINDINGS 
.'-■■■  '■'''  ',' 

(1)  After  careful  consideration  of  all  the  relevant 
information,  the  Subcommittee  was  unable  to  find 
conclusive  evidence  that  the  New  Coal  Production 
Incentive  Tax  Credit  was  the  sole  determining 
factor  in  the  awarding  of  any  new  contracts  for 
future  coal  production  to  a  Montana  mine,  but  the 
Subcommittee  was  advised  that  the  Incentive  Tax 
Credit  was  a  significant  element  in  the  successful 
negotiation  for  one  sale.   Unanimity  of  opinion 
about  the  effectiveness  of  the  Incentive  Tax 
Credit  was  lacking  in  the  testimony  heard  by  the 
Subcommittee,  and  the  members  consequently  arrived 
at  differing  conclusions  about  the  value  of  the 
Window  of  Opportunity  in  stimulating  the  coal 
industry  in  this  state. 

(2)  The  Department  of  Revenue  reported  no  technical 
difficulties  in  the  administration  of  the  New  Coal 
Production   Incentive   Tax   Credit,   and   the 
Subcommittee  was  not  advised  of  and  had  no  reason 
to  suspect  any  abuses  of  the  tax  credit  provisions 
of  the  law. 

(3)  The  Subcommittee  was  convinced  by  the  evidence 
presented  and  the  testimony  heard  of  a  deleterious 
effect,  manifested  in  discrimination,  inequity, 
and  inconsistency,  of  a  two-tier  system  of 
taxation  of  the  same  product. 


RECOMMENDATIONS 

As  consequences  of  the  findings  noted  above,  the  Coal 
Tax  Oversight  Subcommittee  respectfully  recommends  to 
the  Revenue  Oversight  Committee  and  to  the  50th 
Legislature: 

(1)  Extension  of  the  New  Coal  Production  Incentive  Tax 
Credit  beyond  the  June  30,  1987,  termination 
provided  in  Chapter  636,  Laws  of  1985,  for  a 
lifespan  not  of  a  precise  calendar  period  but  that 
will  terminate  upon  the  achievement  of  other 
criteria   found  by  the  Legislature   to  be 
appropriate . 

(2)  Systematic  exploration  of  alternative  methods  of 
taxation  of  coal  production  including  but  not 
limited  to: 

(a)  a  proposal  consisting  of  two  parts: 

(i)    a  gross  receipts  tax  at  or  near  the  level  of 
the  Wyoming  severance  tax  for  an  effective 
tax  rate  of  about  13-1/2%  to  be  paid  by  all 
coal  producers, 

(ii)   a  net  receipts  tax  with  an  effective  rate  of 
about  16-1/2%  applicable  only  to  producers 
who  make  a  profit  on  coal  mined  in  Montana, 
and 

(iii)  the  total  of  the  two  parts,  which  would 
cause  no  major  change  in  revenue;  and 

(b)  a  consistent  tax  rate  on  all  coal  mined  in 
Montana. 


LEGISLATIVE  RECOMMENDATIONS 

After  more  than  16  months  during  which  the  Coal  Tax 
Oversight  Subcommittee  i-.  <  ■ 

(1)  conducted  an  exhaustive  review  of  the 
programs  financed  by  the  proceeds  of  the  coal 
severance  tax  or  by  the  earnings  of  the  trust 
funds  accumulated  from  those  proceeds, 

(2)  studied  the  competitive  relationships  of 
the  regional  coal  industry  including  the 
impacts  of  transportation  costs, 

(3)  considered  the  significance  of  the  coal 
industry  in  the  Montana  economy,  and 

(4)  pondered  the  record  of  past  collections 
and  the  projection  of  future  collections  of 
the  coal  severance  tax, 

the  Subcommittee  respectfully  recommends  that  the  50th 
Legislature  enact  into  law  these  bills: 

LC  9  5  -    The  Beach-Wibaux  Plant  Impact  Assistance 

Interstate  Compact  to  complement  the  law 
enacted  by  the  North  Dakota  Legislature  in 
1985. 

LC  225  -   An  act  to  revise  the  provisions  for  repayment 
of  Coal  Board  loans. 

LC  22  6  -  A  housekeeping  act  to  revise  language  in 
other  titles  relevant  to  use  of  coal 
severance  tax  proceeds  that  does  not  conform 


with  section  15-35-108,  MCA,  which  allocates 
money  to  specific  uses. 

LC  266  -   An  act  to  authorize  use  of  a  portion  of  coal 
severance  tax  proceeds  for  research  and 
development  with  the  allocation  divided  among 
technology   investments   in   technology 
development   projects,   a   Montana   coal 
laboratory  within  the  Montana  University 
System,  and  a  center  for  future  studies 
within  the  Montana  University  System. 


SYNOPSIS  OF  THE  SUBCOMMITTEE'S 
RESEARCH  AND  ANALYSIS 

CONDITION  OF  THE  COAL  MARKET 

The  optimistic  predictions  of  the  mid-Seventies  which 
foresaw  Montana's  coal  production  and  sales  soaring  to 
satisfy  the  energy  appetite  of  a  booming  world  economy 
have  failed  of  realization,  and  during  none  of  the 
years  of  this  decade  has  the  state's  net  output 
approached  the  34,424,974  tons  mined  in  the  12  months 
ended  in  March  1980. 

From  a  peak  of  $86,186,886  in  fiscal  year  1982,  coal 
severance  tax  collections  dipped  for  two  years  but 
rebounded  in  fiscal  1985  to  the  historic  high  of 
$91,748,856.   When  the  49th  Legislature  considered  the 
budget  for  this  biennium,  the  prospects  were  for 
steadily  increasing  collections  well  beyond  the  $100 
million  level. 

The  actuality  was,  however,  that  a  combination  of 
circumstances — including  plunging  oil  prices,  invasion 
of  the  state's  traditional  market  area  by  cheaper  but 
higher  quality  coal  from  Wyoming  whose  movement  is 
facilitated  by  new  and  shorter  railroad  lines,  a 
surplus  of  electrical  energy,  and  a  loss  of  sales 
volume   formerly   going   to   premium   paying 
customers — caused  sharp  declines  in  production  volumes 
and  a  shortfall  in  severance  tax  collections  for  fiscal 
1986  of  more  than  $7.5  million  from  the  previous  year 
and  a  drop  of  more  than  13%  in  collections  in  the  first 
two  quarters  of  fiscal  1987  from  the  comparable  period 
in  1986. 


In  the  past  two  years,  the  effects  of  the  declining 
severance  tax  revenue,  which  slowed  the  growth  of  the 
Permanent  Coal  Tax  Trust  and  lessened  the  shares  of  the 
11  accounts  that  receive  fractional  allocations,  were 
compounded  by  the  weakening  interest  rates  that  sharply 
reduced  the  rate  of  earnings  of  the  trust.   The  result 
reduced  income  to  the  state  general  fund,  the  recipient 
of  85  percent  of  the  trust's  earnings. 

This  "double  whammy"  shares  with  the  agricultural 
crisis  and  the  oil  debacle--and  the  weakening  economy 
they  contribute  to — the  blame  as  the  root  causes  of  the 
revenue  deficit  plaguing  the  state.   Slight  comfort  is 
found  in  the  knowledge  that  the  other  energy  states  are 
similarly  starving  as  their  customary  diets  of  oil 
taxes  and  coal  taxes  shrink.   Particularly  hard  hit  are 
Texas,  Louisiana,  Arkansas,  Alaska,  North  Dakota,  and 
Wyoming. 

The  49th  Legislature,  at  the  request  of  the  Governor, 
enacted  the  New  Coal  Production  Incentive  Tax  Credit  in 
response  to  the  coal  industry's  argument  that  Montana's 
30  percent  severance  tax  rate  stifled  growth. 

In  essence,  the  Governor  said  to  the  coal  industry, 
"Here's  your  Window  of  Opportunity.   Now  climb  through 
it." 

The  Window  of  Opportunity  opened  on  January  1,  1985, 
and  will  close  on  June  30,  1987.   During  those  30 
months  any  new  contracts  for  the  sale  of  Montana  coal 
or  any  incremental  sales  on  existing  contracts  above 
the  base  consumption  or  base  production  levels  qualify 
for  credits  of  one-third  of  the  statutory  severance  tax 
rate. 


with  more  than  three-fourths  of  the  Window  of 
Opportunity  period  expired,  the  experiment  has  not  been 
notably  successful,   although  one  major  long-term 
contract  for  the  purchase  of  Montana  coal  was 
attributed  to  the  delivered  cost  reduction  afforded  by 
the  Incentive  Tax  Credit,  ■• 

Of  particular  concern  is  the  fact  that  six  major 
contracts  comprising  more  than  one-fifth  of  Montana's 
coal  production  will  expire  before  1994,  and  contracts 
for  about  one-third  of  the  state's  production  will 
expire  before  1999. 

In  the  current  conditions,  the  lowered  production  has 
caused  reductions  in  forces  at  the  mines  and  less 
demand  for  rail  transportation  with  concomitant 
reductions  in  employment  of  train  crews.   Overall,  the 
State  Department  of  Labor  and  Industry  estimates 
production  slowing  in  bituminous  coal  mines  ripples 
through  the  Montana  economy  in  a  derivative  effect 
compounded  by  an  employment  multiplier  of  2.5  and  a 
wage  multiplier  of  1.8  (e.g.,  200  jobs  lost  in  basic 
industry  means  another  300  jobs  lost  in  other 
occupations;  and  $7,000,000  of  lost  bituminous  coal 
wages  means  another  $5,600,000  lost  to  the  entire  state 
economy) .  , 

While  the  Incentive  Tax  Credit  has  not  enticed  a  rush 
of  potential  purchasers   through  the  Window  of 
Opportunity,  during  its  first  year,  when  many  coal 
buyers  were  switching  to  low  cost  coal  or  opening  their 
distribution  systems  to  inexpensive  hydroelectric  power 
from  Canada,  the  new  law  resulted  in  the  production  of 
about  a  million  tons  of  Montana  coal  in  1985  that  would 
otherwise  still  repose  in  its  birthplace. 
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The  first  significant  success  for  the  Incentive  Tax 
Credit  was  announced  August  27,  1986,  when  Westmoreland 
Resources,  Inc.,  revealed  the  signing  of  a  20-year 
contract  with  Western  Fuels  Association,  Inc.,  for 
700,000  to  1,200,000  tons  of  coal  per  year  from  its 
Absaloka  mine  in  Big  Horn  County  for  Southern  Minnesota 
Municipal  Power  Agency's  41  percent  share  of  the  Sherco 
III  power  plant.   The  other  59  percent  of  Sherco  III  is 
owned  by  Northern  States  Power  Company,  which  has  not 
yet  contracted  for  its  share  of  the  fuel  for  the  800 
megawatt  power  unit. 

Eligibility  for  the  Incentive  Tax  Credit  was  cited  by 
Westmoreland  as  the  decisive  factor  in  closing  the  deal 
with  Western  Fuels,  but  the  contract  allows  a  market 
opener  every  three  years  starting  in  1991,  which  means 
that  the  price  must  remain  competitive  during  the  life 
of  the  contract,  and  includes  a  cancellation  clause 
triggered  by  any  increase  in  state  taxes. 

During  the  first  18  months  of  the  Window  of 
Opportunity,  new  coal  sales,  by  Montana  producers  and 
purchasers,  included: 

Decker  Coal  Co.  to  Commonwealth  Edison  of 
Chicago,  1.5  million  tons  in  1985  and  1.5  to 
3  million  tons  in  1986,  1987,  and  1988,  coal 
from  existing  contracts  with  Kiewit  Company 
formerly  scheduled  for  Wyoming  mines. 

NERCQ  Coal  Co.  (Spring  Creek  Mine)  to  Detroit 
Edison  Company,  spot  sale,  600,000  tons  or 
more  in  1986,  amount  eligible  for  tax  credit 
was  uncertain. 
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Western  Energy  Co.   (Rosebud  Mine)  to  AEM 
Corporation,  225,000  to  350,000  tons  per  year 
beginning  when  the  coal  liquefaction  plant  is 
completed  near  Colstrip,  15-year  contract 
with  renewal  option. 

Western  Energy  Co.  (Rosebud  Mine)  to  Northern 
States  Power  Company,  existing  contract 
extended  from  1995  to  2000,  with  authorized 
deliveries  1.1  million  tons  per  year  above 
current  contract  with  tonnage  above  base 
consumption  level  eligible  for  tax  credit. 

APPRAISALS  OF  THE  EFFECTIVENESS  OF  THE  INCENTIVE  TAX 
CREDIT 

To  understand  fully  the  prospects  for  the  future  of  the 
Montana  coal  industry,  this  Subcommittee  solicited 
opinions  and  advice  from  all  viewpoints  and  sought  out 
an  experienced  disinterested  observer  for  comments 
uncontaminated  by  parochial  political  or  economic 
considerations. 

The  objective  was  to  test  the  validity  of  arguments 
that  the  margin  of  difference  between  the  neighboring 
states'  coal  severance  tax  rates  creates  a  competitive 
advantage  for  Wyoming  that  will  ultimately  deprive 
Montana  of  its  traditional  markets  and  cause  the  demise 
of  its  coal  industry.   The  49th  Legislature,  at  the 
request  of  the  Governor,  acknowledged  the  existence  of 
a  competitive  imbalance  which  it  attempted  to 
counterweight  by  allowing  an  Incentive  Tax  Credit  for 
coal  purchased  in  accordance  with  provisions  of  the 
act.    The   49th  Legislature  also  charged  this 
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Subcommittee  with  monitoring  and  reporting  on  the 
effectiveness  of  the  Incentive  Tax  Credit. 

The  severance  tax  rate  is  not,  however,  the  sole 
component  of  the  judgment  on  the  market  competitiveness 
of  Montana  and  Wyoming  coal.   Other  factors  include 
mining  costs,  royalty  payments,  local  taxes,  distance 
to  markets,  freight  rates,  and  quality  and  energy 
content  of  coal.   These  factors  vary  from  mine  to  mine 
and  between  destinations  and  purchasers. 

Evaluation  of  these  interrelationships  is  necessary  to 
determine  the  degree  of  importance  of  the  Incentive  Tax 
Credit  in  the  coal  purchasing  decisions. 

Duff ield-Silverman  Appraisal 

After  weighing  all  factors.  Professors  John  Duf field 
and  Arnold  Silverman  of  the  University  of  Montana 
concluded  in  their  Update  of  the  Montana  Coal  Market  to 
the  Year  2000; 

In  all  likelihood  most  of  the  existing 
contracts  with  Montana  producers  that  will 
expire  in  the  1993-95  time  period  will  be 
renewed,  even  if  tax  rates  are  reestablished 
at  the  pre-HB  607  levels... 

Based  on  industry  sources  and  discussions, 
the  Montana  coal  industry  will  continue  a 
steady  growth  rate  after  recovery  from  the 
downward  economic  turn  of  the  past  year  and  a 
half... As  the  economy  recovers  and  the 
electric  utility  market  returns  to  projected 
growth  rates,  we  will  see  coal  production  in 
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Montana  reach  42  million  tons  per  year  (mtpy) 
and  46-48  mtpy  in  1995... Our  most  likely 
forecast  is  that  by  the  year  2000  Montana 
coal  production  will  reach  levels  of  between 
60-65  mtpy,  adding  approximately  30  million 
tons  to  Montana's  current  production  level... 

We  believe  that  continuation  of  the  severance 
,  tax  reduction  in  all  probability  will  not 
generate  sufficient  increased  production  to 
offset   tax   revenue   losses   on   new 
production...        .   ,,,  -^ 

In  the  long-term  however,  we  forecast  that 
revenue  losses  for  new  production  will  rise 
from  $10  million  per  year  in  1990  to  $35 
million  per  year  in  the  year  2000,  with  a  50% 
reduction  in  the  Montana  severance  tax.   This 
same  tax  reduction  on  all  Montana  coal  will 
amount  to  a  loss  for  the  state  of  $58  million 
per  year  in  1990  and  $83  million  per  year  in 
the  year  2000.   Our  analysis  shows  that  we 
cannot  increase  coal  production  in  the  next 
15  years  by  an  amount  that  would  compensate 
for  the  reduced  tax  revenue  flow  to  the  state 
caused  by  a  significant  reduction  in  the 
severance  tax.  ,   , 

Business  Research  Bureau's  Viewpoint   ,-,. 

Factors  leading  to  somewhat  different  conclusions  were 
cited  by  Professor  Paul  Polzin  of  the  University  of 
Montana's  Bureau  of  Business  and  Economic  Research  in 
Montana's  Troubled  Coal  Industry;   A  1986  Update. 
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These  recent  developments  affecting  the  Montana  coal 
industry  were  outlined: 

Coal  prices;   Wyoming's  published  prices  are 
$6.25  a  ton,  F.O.B.  mine,  but  other  available 
information  points  to  a  price  of  $5  a  ton. 
In  Montana,  the  Northern  Powder  River  Basin 
coal  mines  have  published  prices  of  $9.75  a 
ton,  F.O.B.  mine. 

Compliance  coal:   To  decrease  incidence  of 
acid  rain,  midwestern  states  are  establishing 
limits  to  sulfur  dioxide  (S0„)  emissions  that 
increase  the  attractiveness  of  low  sulfur 
coal  which  is  available  in  Montana  only  from 
the  Decker  and  Spring  Creek  mines  to  match 
the  content  of  Wyoming  coal. 

Declining  oil  prices  and  availability  of 
Canadian  hydro  power:   The  demand  for  coal  is 
depressed  because  of  switching  to  idle 
oil-fueled  plants  and  purchases  of  excess 
Canadian  hydro  power  by  midwestern  utilities. 
These  cuts  to  current  customers  cause  volumes 
to  fall  below  historic  levels  and  make  them 
ineligible  for  tax  credits  under  the  Window 
of  Opportunity  on  incremental  sales. 

Railroad  competition;   Although  rail  rates  to 
the  Upper  Midwest  for  both  Montana  and 
Wyoming  mines  have  declined,  the  decreases 
tend   to   improve  Wyoming's   competitive 
position  because  they  cause  larger  reductions 
for  that  state's  longer  rail  haul  distances. 
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Flexible  coal  purchasing  agreements;  The 
depressed  coal  markets  and  the  overcapacity 
at  the  mines  allow  certain  large  purchasers 
to  develop  supply  systems  using  alternative 
sources.  After  signing  contracts  with  both 
Montana  and  Wyoming  mines  allowing  optional 
purchases,  the  buyer  may  satisfy  his  annual 
needs  at  minimum  cost  by  choosing  from  the 
various  mines. 

The  declining  base  of  long-term  contracts,  Professor 
Polzin  told  the  Subcommittee,  is  not  a  factor  in 
evaluating  the  impact  of  the  Incentive  Tax  Credit 
because  the  law  does  not  apply  to  existing  contracts 
and  is  not  responsible  for  the  deteriorating  market. 
The  Incentive  Tax  Credit  appears  to  be  working.   An 
example  is  the  contract  for  41  percent  of  the  Sherco 
III  fuel  awarded  to  Westmoreland.   However,  it  should 
be  noted  that  long-term  contracts  may  be  uncommon  in 
the  future  when  utilities  may  find  the  spot  market  a 
more  advantageous  source. 

A  more  sanguine  appraisal  of  the  effectiveness  of  the 
Incentive  Tax  Credit  was  voiced  by  John  C.  Brower, 
Associate  Professor  of  Mineral  Economics  at  Montana 
College  of  Mineral  Science  and  Technology,  who  told  the 
Subcommittee  that  successful  negotiation  of  even  one 
small  contract  is  a  positive  sign  (Brower 's  statement 
was  written  in  July  before  announcement  of  the  Sherco 
III  contract  with  Westmoreland) .   He  emphasized  the 
effects  of  the  law  of  supply  and  demand  and  argued  that 
higher  price  in  the  market  place  reduces  sales. 

Professor  Brower  advocated  retention  or  enhancement  of 
the  Incentive  Tax  Credit  to  make  Montana  coal  more 
saleable . 
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'  •  -      Montana's  Hostile  Reputation 

Regardless  of  justification  or  lack  of  it,  Montana  is 
reputed  to  have  an  unfavorable  business  climate  and  a 
hostile  tax  system.   Nevertheless  it  would  be  unwise  to 
"give  the  store  away"  in  an  effort  to  reverse  that 
perception.       •:  ;         .v     '    -   -:■ 

With  this  nutshell  appraisal,  Dr.  Will  Knedlik, 
Director  of  Intergovernmental  Programs  for  Lincoln 
Institute  of  Land  Policy,  commented  that  since  Montana 
enacted  its  30  percent  severance  tax  in  1975,  the  world 
energy  shortage  has  turned  into  surplus  with  the  result 
that  the  high  tax  rate  and  high  freight  rates  have 
become  disincentives  to  coal  sales.        .:'  •  ■  ■     '• 

Dr.  Knedlik  suggested  that  substantial  changes  will 
occur  soon  in  tax  laws  and  particularly  in  the  taxation 
of  natural  resources,  but  the  state  should  avoid 
skewing  its  tax  system  to  ameliorate  international 
problems  beyond  its  control.   Major  distortions  to  the 
tax  system  result  from  severance  taxes  imposed  by 
governmental  entities  below  the  national  level,  he 
argued . 

Clear  objectives  are  necessary  in  a  revenue  system,  and 
Dr.  Knedlik  described  Montana's  tax  methods  as  lacking 
in  stability.  .* 

Montanans  must  understand  the  complexities  and  avoid 
making  wrong  decisions  for  the  wrong  reasons  or  just  to 
do  something.   While  a  genuine  adjustment  in  the 
revenue  system  rather  than  a  "Window  of  Opportunity"  is 
probably  needed,  Montana  should  realize  that  anything 
it  does  will  have  little  effect  on  the  world  situation 
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that  truly  controls  the  energy  markets.   Nevertheless, 
any  policy  decision  is  better  than  no  decision. 


198  5  INCREMENTAL  PRODUCTION  AND  TAX  CREDIT  EARNED 

,.  ,  '  -  ■  ■   V  ,■  ,  i  ■_     .I*-"  ;  -•  ''i  .   '   '  ;i^V'.  r  :"■ 
Nearly  3  percent  of  the  33,000,000  tons  of  Montana  coal 
produced  in  1985  were  incremental  tons  qualifying  for 
the  New  Coal  Production  Incentive  Tax  Credit  authorized 
under  HB  607  of  the  49th  Legislature.   Coal  producers 
earned  $1,081,848  in  credits  by  selling  968,000  tons  of 
incremental  coal  under  existing  contracts. 

The  Department  of  Revenue  provided  this  Subcommittee, 
at  its  meeting  on  July  18,  1986,  with  this  analysis: 

INCREMENTAL  PRODUCTION  &  TAX  CREDIT  EARNED 

Existing    Annual     i  1st  Qtr. 
Contracts   Credit  .  ^  Credit 
Producer  (tons)      Earned  ''"""      Earned 


Decker  Coal  Co.  583,326  $814,520  $203,630 

Knife  River  -■■■■'*        3,259  $   2,484  $     621 

Peabody  Coal  250,507  $194,200  $  48,550 

Spring  Creek  Coal  -0-  -0-         -0- 

Western  Energy  85,259  $  58,136  $  14,534 

Westmoreland  45,683 $  12,508  $   3,127 

Totals  968,034  $1,081,848  $270,462 


SJ  :.,>t'''- 
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PRODUCERS'  REACTIONS  TO  INCENTIVE  TAX  CREDIT 

If  for  no  other  reason  than  that  their  own 
self-interest  justifies  such  a  position,  but  also 
because  of  a  genuine  concern  about  the  future  of  their 
industry  that  has  become  an  important  segment  of  the 
state's  economy,  the  attitude  of  the  companies  and  the 
people  who  produce  the  coal  subject  to  Montana's 
severance  tax  is  supportive  of,  at  the  very  least, 
extension  of  the  Window  of  Opportunity  in  its  present 
form  or,  preferably,  a  broad  opening  of  that  portal. 

Reviewing  the  history  of  the  coal  severance  tax  from 
the  perspective  of  the  mining  companies,  James  D. 
Mockler,  executive  director  of  the  Montana  Coal 
Council,  alleges  that  the  proponents  of  the  tax  in  1975 
recognized  that  it  might  shift  some  contracts  from 
Montana  to  Wyoming.   If  that  indeed  was  the  intention 
of  the  severance  tax  advocates,  Mockler  said,  their 
efforts  proved  successful  when  judged  from  the  fact 
that  from  a  position  of  approximate  equality  in  coal 
production  in  1975  Wyoming  has  progressed  to  a  current 
advantage  ratio  of  more  than  4:1. 

Mockler  contended  that  the  coal  industry  responded  to 
the  challenge  of  the  Window  of  Opportunity  by  reducing 
prices  and  selling  new  coal  and  that  Burlington 
Northern  Railroad  participated  by  reducing  freight 
rates.   The  need  for  state  assistance  in  mitigation  of 
local  impacts  in  the  coal  area  is  virtually  eliminated, 
and  that  necessity  is  no  longer  a  convincing  argument 
for  the  severance  tax,  Mockler  believes. 

The  competitive  equality  of  Montana  with  Wyoming  in 
freight  charges  was  demonstrated,  according  to  Mockler, 
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in  a  supporting  letter  from  Northern  States  Power 
Company  of  Minneapolis. 

The  prospects  for  the  future  of  Montana's  coal  industry 
were  portrayed  bleakly  by  the  producers.   Production 
tonnages  are  down  and  employment  at  the  mines  is 
sharply  reduced;  mainly,  they  argue,  because  Montana's 
severance  tax  rate  inflates  the  price  of  Montana  coal 
in  geographically  favorable  markets  to  allow  Wyoming  to 
divert  buy  orders  to  its  more  distant  mines.   Northern 
States  Power  Company,  in  a  letter  to  Mr.  Mockler  which 
he  submitted  to  the  Subcommittee  on  October  10,  1986, 
said  renegotiations  of  its  fuel  supply  contracts 
between  Wyoming  and  Montana  mines  enable  the  utility 
company  to  reduce  its  minimum  annual  tonnage  from 
Montana  beginning  this  year  and  to  stop  taking  Montana 
coal  in  1996.  .  • 

Recitation  of  the  statements  of  the  coal  producing 
companies  would  be  needlessly  repetitious  since  their 
positions  can  be  fairly  characterized  as  supportive  of 
the  Incentive  Tax  Credit,  which  they  say  has  been 
decisive  in  the  only  new  coal  sales  generated  in  the 
past  year,  and  they  plead  for  further  across-the-board 
reductions  in  the  severance  tax  to  a  level  of  equality 
with  Wyoming. 

Support  for  the  mining  companies'  positions  was 
expressed  by  employees'  spokesmen  who  emphasized  that 
payroll  losses  caused  by  layoffs  impact  directly  upon 
the  retail  businesses  in  those  communities  and  ripple 
through  the  remainder  of  the  state  economy,  both 
private  and  public  sectors.   Employment  reductions  of 
significant  magnitudes  occurred  this  year  at  the 
Western  Energy,  Peabody,  and  Westmoreland  mines  in 
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Rosebud  and  Big  Horn  counties  where  the  secondary 
effects  of  those  layoffs  have  been  most  disruptive. 

PROPOSED  EDUCATION  BUILDING  AND  INSURANCE  LOAN  FUND 

An  innovative  proposal  for  utilization  of  the  Permanent 
Coal  Tax  Trust  was  presented  to  the  Subcommittee  by  the 
Office  of  Public  Instruction,  which  proposed  creation 
of  a  fund,  using  a  portion  of  the  trust,  to  provide 
money  to  local  school  districts  at  interest  rates  li 
percent  or  2  percent  below  market  rates.   The  purpose 
would  be  to  assist  in  financing  construction  projects 
that  would  otherwise  demand  interest  rates  beyond  the 
repayment  ability  of  local  taxpayers. 

An  additional  purpose  of  the  proposal  would  be  to 
establish  an  insurance  fund  to  provide  liability  and 
comprehensive  coverage  at  lower  cost  than  from  private 
insurers.   The  plan  requires  an  investment  from  the 
permanent  trust  of  up  to  $10,000,000  a  year,  totaling 
about  $175,000,000  over  20  years.   A  return  of  10 
percent  is  guaranteed  for  each  of  the  first  three 
years,  after  which  the  interest  rate  drops  1  percent  a 
year  until  it  reaches  the  floor  of  6  percent. 

No  final  action  was  taken  on  the  proposal,  which  was 
never  formally  presented  to  the  Subcommittee,  and  OPI 
is  continuing  its  work  to  refine  the  details. 

BEACH-WIBAUX  PLANT  IMPACT  ASSISTANCE  INTERSTATE  COMPACT 

During  the  1983-84  interim,  the  Coal  Tax  Oversight 
Subcommittee  met  jointly  with  a  special  interim 
committee  of  the  North  Dakota  Legislature  to  weigh  the 
needs  for  assistance  to  localities  to  mitigate  impacts 
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of  the  coal  gasification  plant  proposed  by  Tenneco  at 
Wibaux.  r 

A  proposed  interstate  compact  was  drafted  by  the  North 
Dakota  committee  and  submitted  to  the  Coal  Tax 
Oversight  Subcommittee  with  the  request  that  it  be 
enacted  by  both  states.   Opting  for  more  time  to  study 
the  proposal,  the  Coal  Tax  Oversight  Subcommittee  did 
not  recommend  the  compact  to  the  1985  Legislature. 
Nevertheless,  North  Dakota  enacted  the  compact,  which 
cannot  become  effective  unless  also  adopted  by  Montana. 
Approval  of  applications  for  the  project  under  both 
states'   plant  siting  laws  is  the  trigger  for 
implementation  of  the  compact. 

After  the  North  Dakota  Legislature  approved  the 
compact,  Tenneco  announced  indefinite  postponement  of 
the  project  and  suspension  of  all  planning.   Main 
reason  for  the  shelving  of  the  project  is  the 
unfavorable  world  energy  market  in  which  the  natural 
gas  price  is  below  the  profitability  level  for  a  coal 
conversion  plant. 

Tenneco,  however,  has  maintained  its  lease  interests  in 
the  coal  supplies  for  the  plant. 

Because  the  project  could  be  resurrected  on  short 
notice  in  response  to  a  sudden  evaporation  of  the  world 
energy  glut,  the  Subcommittee  agreed  to  recommend  that 
the  50th  Legislature  approve  the  compact,  after  making 
several  minor  adjustments  to  the  language  of  the  North 
Dakota  bill. 

The  Subcommittee  informed  the  author  of  the  North 
Dakota  bill  of  its  decision  and  respectfully  requested 
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that  North  Dakota  enact  the  changes  necessary  to 
conform  with  Montana's  proposed  amendments. 

PROJECTIONS  OF  AND  REALIZED  SEVERANCE  TAX  REVENUE 

At  the  Subcommittee's  first  meeting  of  this  interim,  on 
July  12,  1985,  the  Office  of  Budget  and  Program 
Planning  projected  coal  severance  tax  revenue  at 
$103,865,000  in  fiscal  1986  and  at  $112,032,000  in 
fiscal  1987.   Those  expected  proceeds  were  based  on 
anticipated  total  production  of  35,800,000  tons  at  a 
contract  sales  price  of  $10.55  a  ton  in  1986  and 
37,800,000  tons  at  $10.70  a  ton  in  1987. 

If  realized,  these  income  totals  would  have  represented 
increases  of  about   11  percent  and   9  percent 
respectively. 

As  with  practically  every  source  of  state  revenue, 
however,  the  rosy  future  failed  to  dawn. 

In  fiscal  1986,  severance  tax  collections  (after  an 
allowance  of  $282,717  for  Incentive  Tax  Credit  under  HB 
607)  totaled  $84,217,223  on  31,114,028  tons  of  coal 
produced,  according  to  the  Department  of  Revenue. 
Although  total  production  increased  slightly  in  the 
four  quarters  that  ended  March  31,  1986,  declining 
market  value  of  the  coal  caused  the  total  severance  tax 
revenue  to  fall  more  than  $7.5  million  short  of  the 
previous  year  and  to  come  up  more  than  $19.5  million 
shy  of  original  expectation. 

For  the  first  two  quarters  of  fiscal  1987,  net 
production  of  coal  in  Montana  was  14,589,973  tons. 
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After  deduction  of  tax  credits  of  $651,019.28, 
severance  tax  collected  totaled  $37,375,198.35.   During 
the  comparable  two  quarters  a  year  previously,  coal 
severance  tax  collections  totaled  $42,768,222.37.   If 
this  13  percent  rate  of  decline  maintains  throughout 
the  next  two  quarters,  severance  tax  collections  for 
fiscal  1987  would  be  about  $73,000,000  or  about 
$11,000,000  less  than  in  fiscal  1986.    „  ,.     ,    ,  ,:. 

In  its  first  11  years,  the  coal  severance  tax  produced 
revenue  of  $707,493,317.   Of  this  total  $287,682,695 
was  deposited  in  the  Permanent  Trust,  $70,160,462  in 
the  Education  Trust,  and  $15,951,260  in  the  Parks 
Acquisition  Trust. 

Deposits  in  the  General  Fund  over  the  first  11  years, 
which  reduced  the  demands  on  the  taxpayers  to  support 
general  activities  of  state  government,   totaled 
$167,353,119.   In  that  same  period,  the  severance  tax 
provided  $67,875,199  for  local  impact  assistance,  .,  , 
$41,787,746   for  public  school  equalization,   and 
significant  suras  for  10  other  purposes. 

In  addition  to  its  direct  proceeds,  the  severance  tax 
indirectly  generates  revenue  in  the  form  of  earnings  on 
the  trust  funds.   Though  earnings  rates  have  declined 
from  the  peak  years  of  the  early  1980s,  annual  rate  of 
return  has  remained  in  the  11  to  12  percent  range.  .. 
With  the  steadily  growing  investable  balance,  total 
earnings  continue  to  increase. 

The  Office  of  Budget  and  Program  Planning,  in  its 
tabulation  of  coal  production  and  contract  sales  price, 
reported  total  production  of  32,946,439  tons  in  fiscal 
1986  and  33,504,681  tons  in  fiscal  1985.   For  those  two 
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years,  the  Department  of  Revenue  reported  production  of 
31,114,028  tons  and  31,002,174  tons  respectively.   The 
discrepancy  represents  the  volume  of  production  which 
is  held  in  escrow  by  the  U.S.  District  Court  in  the 
litigation  over  taxation  on  production  in  the  Ceded 
Strip  of  Crow  Indian  lands. 

The  tabulation  by  the  Budget  Office  shows  that  the 
contract  sales  price  on  Montana  coal  rose  steadily  to  a 
peak  of  $9.98  a  ton  in  fiscal  1983.   In  the  three 
subsequent  fiscal  years  the  contract  sales  price  per 
ton  declined  in  successive  years  to  $9,868,  $9,731,  and 
$8,979. 

COAL  SEVERANCE  TAX  CHANGES  IN  JUNE  1986  SPECIAL  SESSION 

Among  measures  enacted  by  the  June  1986  special  session 
in  response  to  the  budget  shortfall  were  three  bills 
that  revised  the  distribution  of  the  coal  severance  tax 
revenue: 

HB  15  (Chapter  3,  Laws  of  Special  Session,  June  1986) 
diverted  the  5  percent  allocation  (after  the  deposit  in 
the  Permanent  Trust  and  the  allocation  to  the  Highway 
Reconstruction  Trust  Fund)  under  15-35-108 (3) (f) ,  MCA, 
which  formerly  went  to  the  nonexpendable  Parks  and 
Cultural  Trust  Fund,  to  the  General  Fund  between  July 
1,  1986,  and  June  30,  1989.   The  5  percent  share  will 
again  go  to  the  Parks  and  Cultural  Trust  Fund  from 
revenue  received  after  July  1,  1989.   During  the  three 
years  when  the  Parks  and  Cultural  Trust  Fund  is  capped, 
its  income  will  continue  to  be  appropriated  two-thirds 
to  parks  and  one-third  to  cultural  and  aesthetic 
projects. 
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The   language   in   the   income   allocation   in 
15-35-108  (3)  (f)  (ii)  was  amended  to  allow  the  money  to 
be  used  for  the  operation,  development,  and  maintenance 
of  all  sites  in  the  state  parks  system  rather  than  only 
for  sites  acquired  with  coal  severance  tax  money. 

HB  23  (Chapter  5)  appropriated  to  the  general  fund 
$680,000  for  fiscal  year  1986  and  $1,000,000  for  fiscal 
year  1987  from  coal  severance  tax  money  allocated  to 
the  Coal  Board  for  grants  and  loans  in  the  Local  Impact 
and  Education  Trust  Fund. 

SB  13  (Chapter  19)  amended  15-35-108 (3) (b)  to  reduce 
until  July  1,  1987,  the  allocation  of  coal  severance 
tax  revenue  to  the  Local  Impact  and  Education  Trust 
Fund  account  from  26  percent  to  6  percent  (after  the 
Permanent  Trust  deposit  and  the  highways  allocation) 
and  to  allow  the  Coal  Board  to  award  all  of  the  money 
received  by  the  account.   After  July  1,  1987,  the  coal 
severance  tax  allocation  to  the  Local  Impact  and 
Education  Trust  Fund  will  be  37  i  percent  of  the 
collections  remaining  after  the  priority  deposit  and 
allocation. 

Before  July  1,  1986,  the  Coal  Board  had  access  for 
grants  and  loans  to  23.08  percent  of  the  26  percent 
share  of  the  tax  proceeds,  and  the  other  74.92  percent 
went  to  the  Education  Trust. 

After  July  1,  1987,  the  Coal  Board  will  have  available 
for  grants  and  loans  46.69  percent  of  the  37 J  percent 
coal  severance  tax  allocation  to  the  account,  and  53.31 
percent  will  go  to  the  Education  Trust. 
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SB  13  also  increased  for  the  year  ending  June  30,  1987, 
the  allocation  of  coal  severance  tax  proceeds  to  state 
equalization  aid  from  10  percent  to  30  percent.  After 
July  1,  1987,  that  allocation  returns  to  10  percent. 

Share  of  Coal  Severance  Tax  Proceeds 


Availabl( 

e  to  Coal  Board 

Fiscal 

%  Available 

Legislative 

Reduction  by 

Year 

To  Coal  Board 

Appropriation 

Later  Action 

1984 

8.75 

$7,247,050 

- 

1985 

8.75 

8,028,024 

$  750,000  to 
Gen.  Fund 

1986 

3.00 

3,115,980 

$  680,000  to 
Gen.  Fund 

1987 

2.64 

2,957,671 

$1,000,000 
to  Gen.  Fund 

1988 

6.65 

— 

— 

1989 

6.65 

__ 
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APPENDIX  A 

DISTRIBUTION  OF 
COAL  SEVERANCE  TAX 
PROCEEDS  AND  EARNINGS 
OF  TRUST  FUNDS 
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COAL  SEVERANCE  TAX  DISTRIBUTION 
Effective  July  1,  1986,  through  June  30,  1987 

As  amended  by  June,  1986,  Special  Session 
Prepared  for  the  Coal  Tax  Oversight  Subcommittee 
By  Paul  E.  Verdon,  Staff  Researcher 
July  11,  1986 
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APPENDIX  B 

STATISTICAL  HISTORY 
OF 
MONTANA • S 
COAL  SEVERANCE  TAX 

Compiled  by 
Office  of  Budget  and  Program  Planning 
October  10,  1986 


OFFICE  OF  THE  GOVERNOR 

BUDGET  AND  PROGRAM  PLANNING 


TED  SCHWINDEN,  GOVERNOR 


STATE  OF  NADNTANA 


(406)  444-3616 


MEMORANDUM 


STATE  CAPITOL 


HELENA,  MONTANA  S9620 


TO:        Members  of  the  Coal  Tax  Oversight  Conunittee 

FROM:      Terry  W.  Johnson,  Bureau  Chief     C^Uf^ 
Office  of  Budget  &  Program  Planning     ^ 

SUBJECT:   Coal  Severance  Tax  Statistics 

DATE:      October  10,  1986 


Since  the  enactment  of  the  coal  severance  tax  legislation  in  1975,  Montana 
has  received  $707.5  million  in  tax  receipts  and  $182.3  million  in  interest 
collections.  Interest  earnings  were  realized  from  the  investment  of  the 
permanent,  education  and  park  acquisition  trust  accounts. 

Total  receipts,  taxes  plus  investment  income,  were  $889.9  million  of  which 
$396.1  million  remains  in  trust  accounts.  These  trusts  continue  to  provide 
an  annual  return  of  11  to  12  percent. 

Table  I  and  II  provide  detailed  summaries  of  severance  tax  and  interest 
collections.  Although  severance  taxes  have  remained  relatively  stable  at  $80 
to  $90  million  per  year  since  1982,  annual  interest  earnings  have  grown  by 
more  than  34  percent.  Larger  investable  balances  plus  stable  long-term 
interest  rates  have  provided  the  base  for  strong  investment  income  growth. 

The  attached  graphs  depict  Montana's  coal  production  and  contract  sales  price 
trends  since  fiscal  year  1976.  As  seen  from  Graph  I,  Montana's  production 
peaked  at  34. 4  million  tons  in  fiscal  year  1980.  Since  this  time,  production 
has  not  followed  any  specific  trend. 

Graph  II  shows  that  the  contract  sales  price  peaked  in  fiscal  year  1983  at 
$9.98.  Prices  continued  to  decline  moderately  in  1984  and  1985  and  have 
declined  more  rapidly  in  1986.  Factors  that  have  contributed  to  these  trends 
include:  Decker's  contract  dispute  with  the  Lower  Colorado  River  Authority, 
legislation  to  phase-in  royalty  deductions  and  the  general  condition  of  world 
energy  prices. 

Table  III  provides  the  percentages  used  to  distribute  the  coal  severance  tax 
to  the  various  state  accounts.  The  changes  passed  by  the  June  special 
session  have  been  incorporated. 
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Since  coal  companies  are  required  to  pay  severance  taxes  quarterly,  statis- 
tics on  production  and  prices  have  been  available  since  fiscal  year  1976. 
Table  IV  provides  a  summary  of  this  data  for  all  major  coal  companies! 
Production  is  in  millions  of  tons  and  contract  sales  prices  are  in  dollars 
per  ton. 


The  final  attachment  is  a  pie  chart  of  general  fund  receipts  by  revenue 
component.  In  total,  coal  revenues  contributed  15  percent  to  general  fund 
operations  in  fiscal  year  1986;  5.7  percent  from  the  coal  severance  tax  and 
9.3  percent  from  the  permanent  trust  interest  earnings. 


^  :- 


^fi 


8 


S      S 


O  «H 


o         *^ 


8      S 


2      S      _ 

m         m         « 


«,      « 

CM 

2   g 

tA     S 

in 

8 

tH     r^ 

un 

i^ 

r* 

m          fs. 

o 

^ 

S    s 

CM 

S      8 

o 

in        ^        rt 


fM  ^ 


3     2 


N  r-  O 


m  r^  f-^ 


S 

3 

m 

ISI 

s 

f^ 

O 

•« 

S 

1 

S 

CO 

1^ 

N 

o 

m 

N 

00 

R 

CM 

.-* 

s 

s 

m 

o 

N 

CO 


18 
3 


g-, 


!£  £ 


I    i 


o 
o 


8      i 


S     2 


a    a 


r*  P-i 


I 
8 

i 


«n         fH 


a 


is 


S  8  S  K 

«  (h  a^  <« 

•*  'H  O  M 

>-*  fst  n  o 

m  m  o  w 

o  Op  in  o 

rj  «  a  N 

"**  1.  1  ■** 

S  m  n  S 


«>  9-  lA 

e<  f^  M 

in  o  tn 

rg  »H  CO 


S     3 


C     -t 


g: 

1-1 

» 

it 

o 

fM 

«M 

in 

s 

8 

tn 

s 

s 

•2        o 

2      3 


S 

s 


^>.  0»  •'^  ^ 

S  n  r4  S 


5      S      S 

4  in  4 


m        f- 


w  CO  ^ 


3 
3 


g 


S      S 


i  i 


< 


3 

S 


a 


E 

E 


is 

p    00 


P     GO 


m   *n    m 

»H 

m 

00     Q 

O    M    o> 

m 

m 

f^       (SI       OS 

o 

« 

N    o< 

r^    o>    fM 

£ 

O 

tM     « 

tSJ2 

3 

rJ    •n 

c 

n   CM 

■> 

•> 

^  o  -» 

tn 

«-» 

tn   M 

to  ^ 

f^ 

•H 

0>     lO     N 

ao 

00 

m   »-t 

t^   o«   m 

O 

•H 

.H    tn 

r*.    in    •-• 


•o  tn  fM 

a    tC    >0 

«   in   fo 


r«i    r^     f«i 


S§ 


>o   oo 

•o   3 


00 

f^ 

c^ 

O 

?: 

(N 

r^ 

«n 

o> 

f^ 

tn 

r*. 

00 

o^ 

tn 

£ 

00 

<^ 

CO 

«s 

to 

a 

^ 

00 

m 

w 

^ 

s 

CO 

« 

00 

« 

»-i 

»n 

^ 

s 

r^ 

fSl 

p*. 

f»> 

O 

o> 

s 

m 

m 

<0 

« 

r^ 

« 

•H 

2  S 


«    »0 


p     00 

§  e: 
^  - 

P     00 

is 

p  " 

§  £ 


^  m  « 

•ff  ^  O 

«  N  V4 

f»  c-  m 

n  p*  «o 


Ch    r>h 


3  3 


8° 


m   F- 

i# 

rT  « 

irt 

tn   f^ 

ph 

tn    N 

o 

^ 

H 

00    o 

« 

p^ 

tn 

m 

*^ 

•t 

o 

p«> 

5 

N 

•4' 

n 

8° 


§ 


1^ 


r*.    pj    p". 


^      &BP 


S  S  S  5 

1 

•>       •>       n       at 

4     O     N     iH 
A     r4     Csi     « 

» 

«n 

M  a   N  P-. 

«H 

*t 

3   in   •-*   r^ 

X 

< 

h- 

hl 

O 

00 
Q 

/ 

LU 

< 

1- 

ir 

■z. 

1 1 1 

o 

1— 

> 

o 

h  1 

in 

Q 

o 

u. 

1 

< 

o 

o 

ID 
OO 


lO 
OO 


OO 


00 


CM 
00 


00 


o 

CO 


1^ 


OO 


SNOl  NOnilkN 


X 

< 

I— 

IS) 

Q 

h  1 

UJ 

O 

^ 

/ 

Ld 

o 

< 

en 

ii  1 
> 

c1 

hi 

1- 

00 

^ 

1 

1- 

2 

< 

O 

o 

o 

o 

U3 
00 


in 
oo 


oo 


to 
00 


IN 
OO 


00 


O 
00 


CD 


00 


_i 

6 

en 
u. 


NOl  d3d  % 


oooooooooooooo 


O    CO 
00    «o 


OO(^^-l00^h0000 


^roOc^OOi-IOvCOO 


o   o 


O     iH 


1>P 
o 
o 
o 

8 


JT    CO    to    o 


8  S 


^MOr-^OOrHOvOOO 


O 
On     vO 


O     rH     r^ 


o 
o 

8 


22222°°ooooooo 
S2522<^'-'<o"^««>ooo 

rnoocooOr-(r^cn>o^«jOONO 


^OMOf-JOOr-IOvO 


o  o   o  o 
in 


o 
o 
o 

8 


S3 


iSfggggggggggg 


m     O     00 
("1     00     fO 


O     O     On      fH     03     m     00 

O    O    *H    f^    eo    nO    -J 


O    O    6 
O    O    NO 


N0fnOrJOOtHo*0 


o  o   o  o 
in 


*<■ 

o 
o 
o 

8 


g  §  g  §g  g  g 

ggggggg 

m    o    ^    Q    NO    CM    o 

m     CM      -*      O     t~.     <M     r-l 

J'    ^    in   m    o    m    o 

•*    NO   m   m    o    in    o 

tM    iH 


OnOiHOiHOcnJOO 


o 
o 

s 


NO 

00 


*J  iH"  if  *p  *p  if  a* 

o  o  o  o  o  o  o 


m    m 


o  o  o 
"  o  o 


in  in 


if  if  af  *<•  *f  a<' 

O  m  m  o  o  o 

O  tS  CM  o  o  o 

o  NO  NO  o  m  o 


O  O  <M  O  i-(  o  c^ 


o  o  o 
in 


CM  O 


o 
o 

d 
o 


o  m  m 


g  §  g  g  g  g  g 

8    2922''^"^OincM<s 
OinoOcMcMinr^NOvO 

On    in    o    o    O    O 


o   eo  o   o   o 


=>     H     »H     M     Q     J 

a.  (/}  X  X  o  <3 


Hm  OPOCMCMMO^ 

U    2 


m  CO  iH  iH  <  m 
•*  O  rt  O  O  O 
3   o   o   o   o   o 


rJCMCMCMpgcMCMCMCS^^O-ONON 

oooooooooooooo 


g 


g 


t 


t 


in 

fH 

r« 

in 

<o 

O 

m 

o 

■» 

fO 

00 

o 

o 

00 

00 

o 

ON 

CO 

g 


g 


2 


^ 


o 

00 


00 

vo 
m 
o> 


00 

o 


^ 

g 

$ 

-* 

CO 

iH 

•*' 

-*' 

in 

< 

C*J 

J- 

o 

03 

z 

.H 

m 

00 

CM 

CM 

to 

CM 

o 

VO 

vO 

m 

oo 

P^ 

<s 

o 

fH 

o 

CM 

CM 

-* 

o 

Ov 


ON 
SO 


NO 
ON 

c^ 

-* 


On 
<^ 

in 

CO 


CM 

m 


m 

On 
00 

o 


NO 

00 

NO 


NO 
CM 
00 
00 


n 

•* 

>H 

o> 

CM 

r~~ 

00 

CI 

CO 

CO 
00 

NO 

r^ 

iH 

m 

s 

h* 

es 

PO 

CM 

CM 

Cl 

CO 

CO 

m 

NO 

s 

:S 

t 

O 

NO 

-* 

C-4 

m 

ON 

m 

On 

<^ 

r- 

CO 

NO 

o 

f^ 

NO 

NO 

CM 


NO 
NO 


CO 


o 

-3- 


t 


CM 


CO 
CM 


8 


t 


■3- 


On 

-a- 
m 


NO 

c^ 


00 

m 


NO 


o 

NO 


NO 

•9 
On 


in 
O 

NO 


NO 

rH 

-* 

CJN 


m 

NO 

o 


o 

On 
On 


t 


S  CO 

O"  ?; 


< 

NO 

CO 

m 

z 

NO 

CO 

■^ 

P^ 

l-( 

CO 

m 

CM 

On 

■* 

iH 

00 

•* 

-* 

CM 

<o 

*S 

CO 

CO 

NO 

On 

OO 
O 

<o 

CO 

m 

c^ 

CM 

5 

■J 

i-t 

00 

r» 

NO 

NO 

fi 

m 

1-1 

rH 

*o 

m 

00 

CO 

r^ 

CO 

en 

m 

CM 

^ 

NO 

CO 

y~i 

■9 

o> 

00 

NO 

CO 

NO 

00 

NO 

CO 

NO 

o 

c^ 

g 


CO  q: 

Oh 


t 


t 


o 


NO 

o 

CM 

iH 

fH 

in 

o 

r^ 

m 

m 

CM 

CO 

o 

00 

NO 

CO 

m 


m 

On 


s     t 


3  xn 
Of   2 


On 
00 

m 


CM 
On 

o 


<o 

NO 


m 

NO 

CO 


o> 

■9 


CO 
00 


NO 

On 
NO 


00 

m 


m 
o 


o 

in 

CO 

< 

00 

in 

NO 

s 

On 

O 

r^ 

r^ 

NO 

m 

CO 

CO 

CM 

O 

-* 

CO 

00 


00 


e 


t 


t 


CM  o; 

CL. 


3 

m 


CO 
00 


CO 
rH 
On 

NO 


NO 


00 
ON 

NO 


00 
ON 

CO 


NO 


in 

CO 


% 


5  CO 

8 


s 


a. 


3.  M 


t 


t 


< 
z 


CM 
NO 
CM 
CM 
NO 
CM 


t 


vO 

m 

CM 


NO 
On 


00 

m 


>o 

CO 

NO 


CO 
CO 

m 


m 

CM 

J- 


^ 

r- 


00 


m 

NO 


-9 

NO 

o 


UN 

CM 

CO 

00 

■3- 

o 

NO 

r^ 

r~ 

00 

NO 

Oi 

o 

CO 

rH 

CNl 

On 

CM 

CO 

NO 

-J- 

NO 

•-I 

^ 

CM 

CO 

m 

o> 

On 

^ 

-» 

■t 

■9 

in 

r~ 

00 

r. 

o 

<o 

On 

^* 

r>«. 

On 

O 

CO 

c^ 

o 

On 

CM 

CM 
CN) 

5 

r>* 

00 

r^ 

On 

On 

NO 

CM 

NO 

m 

in 

NO 

o 

CO 

f-< 

CM 

rH 

rH 

in 

NO 
ON 

•» 

m 


00 


NO        P^ 


c^ 
m 

CO 


CO 

m 

On 

NO 

O 

CM 

Jf 

r» 

o 

CM 

On 

NO 

CO 


>H 


o< 


o 

00 


oo 


00 


oo 


oo 


rH 

m 

^ 

m 

NO 

NO 

r^ 

r^ 

r^ 

CO  • 

O 

On 

NO 

CM 

r^ 

oo 

m 

(M 

oo 


00 


>o 
oo 


1  II 

\   1 

1 

in 

1      1 

5                                                                    ^ 

LlI                                                                                                                 in                     _ 

■Ill                  ^m 

-J 

^^'           i             iiiiiiiiiiiiiiiiiiuiiiiiil 

CO 

■'■■' 

'  '          1 

> 

/      . 

iiiijii  '^ 

lljlw  J| 

li!liilll''IIIIL- 
_.--'f  I'll 

'^\  III 

"; ~- 

III! 

1  ' 

lliiiiiiii!. 

t    \ 

f: 

1                    \                                              ,,'            1       illllH 

'     /     1     ',          \ 

1 

,^  HHii 

/, 

1'"! 

''...■ 

-'                    1 

^Uli' 

V  'a 

i:: 

1 

1 

llll    ■■'''■ 

III           i 

;"  i 

■'A 

. 

F 

'!                        \ 

1, - 

ii  '" 

li    ll     '!  '^  !i  t 

! 

i 

i 

(li: 

i 

1; 

1, 
1    I' 

it!-  i  I!    i  ,■      :. 

!  1' 

it!: 

J! 

i 

'i   : 

1 1    ' 

Mi' 

1 

1 
■  1 

■  !■ 

1 

1  ; 

:i 

1    '       1 
1 

1 

;  1 

1  i 

1 

1  ' 

1   '     ' 

' 

1 

i 

1!  '■ 

1 

1 

1  ' 

1 

! 

APPENDIX  C 

BILLS  RECOMMENDED 

FOR  ENACTMENT 

BY  THE  50TH  LEGISLATURE 
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